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at the beginning of 1933, it is doubtful whether all the capital and
reserves of the banks would have been sufficient to make up the
aggregate deficit thus established in the balance sheets. Of course,
if there were a sufficient margin of liquidity, such potential insolvency
might continue for years without disaster, but only an exceptional
demand for cash was needed in order to expose the weaknesses that
had been allowed to accumulate by mistaken economic leadership.
Such a run on the currency reserves would probably have taken
place sooner or later, in default of a big industrial revival, as the
general public got wind of the banking weakness. Rumour persis-
tently assailed the repute even of the strongest institutions. It was
an act of Government that crystallized the public distrust. Congress,
suspicious of the secret use of public moneys, ordered the publication
in detail of the loans made to banks by the Reconstruction Finance
Corporation. The revelation that a number of large and respected
banks had been compelled to seek recourse to these credits was a
shock to public opinion. Among the banks whose difficulties, thus
unveiled, caused the greatest perturbation was the Union Guardian
Trust Company, of Detroit. In the summer of 1932, this bank, whose
resources totalled about $60,000,000, had been advanced a total of
$16,150,000 by the Reconstruction Finance Corporation, of which
$9,475,839 was still outstanding on the 6th January, 1933. That such
a state of affairs, not critical in itself, should exist in Detroit was an ex-
tremely ominous fact, for Detroit was renowned for its local patriotism
and sense of tradition, in which sound finance had played an impor-
tant part. The public began to direct against the Union Guardian
Trust Company and its banking connexions the process—typical of
the depression years—of transferring deposits from the weaker to the
stronger banks. What was still more important, the actual hoarding
of currency began to increase throughout the country. By the second
week in February the affairs of the Union Guardian Trust Company
reached a stage of crisis. There were particular reasons why this
bank should not be allowed to close in bankruptcy. -The extent to
which the ^construction Finance Corporation would be involved in
the failure was publicly known. A severe blow would be struck at
confidence in the banking system in Detroit, throughout the State,
and even elsewhere. The Trust Company was controlled by a
holding concern which also controlled a number of other banks and
trust companies in Michigan, all of which would presumably be
implicated.
Taking advantage of the public holiday to celebrate Lincoln's
birthday, on Monday, the 13th February, the Governor of Michigan,

